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1 was attached to MCl's opening comments claims that about half of the LEC's

2 current plant represents overinvestment. Apart from the facts that this label is

3 entirely circular and Hatfield's e.stimate of the so-called gap is fatally flawed by

4 the theoretical and measurement problems with the Hatfield models, it defies

5 common sense to believe that the overinvestment of this degree could take

6 place.25

7 Of course, the more important concern is how network elements are unbundled

8 in a way that promotes competition. Basing prices on costs that no real-world

9 provider could hope to meet is anti-competitive, because it would stifle, not

10 promote the most effective type of competition-facilities-based. In addition,

11 requiring incumbent LECs to sell inputs at non-compensatory rates would have

12 the deleterious effects of forcing other customers to subsidize the below-cost

13 input prices and/or severely handicapping firms that represent a substantial

14 proportion of this dynamic industry.

15

16

Q. .:Mr. Floyd reports that the Washington State Commission has apparently

endorsed a version of the Hatfield model. Is this significant for this Commission?

25 Some of the gap between book investment and forward looking investment could represent the effect
of the decline in prices for facilities such as end office switches. The fact that current prices recover
some of these costs is entirely consistent with the economic fact that with technological change, no
finn could survive by charging prices that completely reflect the decline in new equipment prices; as
Professor Hausman's recent affidavit cogently demonstrates.
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i



Case 95-C-0657
Case 94-C-0095
CASE 91-C-1174

REBUTTAL TESTIMONY OF
T. 1. TARDIFF

1 A. Obviously, this Commission will weigh the evidence put forward by the various

2 parties, taking notice of actions in other jurisdictions as appropriate. Of course,

3 circumstances differ between jurisdictions, so that Commission rulings will differ

4 accordingly.

5 Having said this, I believe that the recent Proposed Decision by the California

6 Commission is perhaps even more germane to the case at hand. AT&T and MCl,

7 as members of the California Telecommunications Coalition, severely criticized

8 Pacific Bell's cost studies and argued that the Hatfield model should be used

9 instead. The Administrative Law Judge concluded otherwise: "Pacific's cost

10 studies adequately conform to the TSLRIC principles adopted in D.95-12-016 so

11 that, with the adjustments we order in this decision, such studies can be used as

12 the basis for setting prices for bundled and unbundled BNFs and services."

13 (Conclusion ofLaw 2.)

14 Q.

15 A.

Does this complete your testimony?

Yes.



CERTIFICATE OF SERVICE

I hereby certify that copies of this pleading were mailed this date, first
class postage prepaid, upon the persons listed on the attached service list.

Dated: August 9, 1996



Mr. Alex Belinfante

Federal Communications Commission

2033 M Street, NW

Room 500

Washington DC 20554

Ms. Eileen Benner

Idaho Public Utilities Commission

P.O. Box 83720

Boise ID 83720-0074

Mr. Charles Bolle

South Dakota Public Utilties Commission

500 East Capital Avenue

State Capital

Pierre ,SO 57501-5070

The Honorable Rachelle Chong

Federal Communications Commission

1919 M Street, N.W.

Room 844

Washington DC 20554

Ms. Deborah A. Dupont

Federal Communications Commission

2000 L Street, NW

Rom 257

Washington DC 20036

Ms. Martha Hogerty

Public Counsel for the State of Missouri

P.O. Box 7800

Harry S. Truman Building, Room 250

Jefferson City , MO 65102

The Honorable Reed Hundt

Federal Communications Commission

1919 M Street NW

Room 814

Washington ,DC 20554

The Honorable Julia Johnson

Florida Public Service Commission

Capital Circle Office Center

2540 Shumard Oak Blvd.

Tallahassee , FL 32399-0850

Ms. Lorraine Kenyon

Alaska Public Utilities Commission

1016 West Sixth Avenue

Suite 400

Anchorage , AK 99501

Ms. Debra M. Kriete

Pennsylvania Public Utilities Commission

P.O. Box 3265

Harrisburg ,PA 17105-3265



Mr. Mark Long

Florida Public Service Commission

2540 Shumard Oak Blvd.

Gerald Gunter Building

Tallahassee FL 32399-0850

Mr. Sam Loudenslager

Arkansas Public Service Commission

PO Box 400

Little Rock AR 72203-0400

Ms. Sandra Makeeff

Iowa Utilities Board

Lucas State Office BUilding

Des Moines , IA 50319

Mr. Philip F. McClelland

Office of Consumer Advocate

1425 Strawberry Square

Harrisburg , PA 17120

The Honorable Kenneth McClure

Missouri Public Service Commission

301 West High Street

Suite 530

Jefferson City , MO 65102

Mr. Michael A. McRae

D.C. Office of the People's Counsel

1133 15th Street, N.W.

Suite 500

Washington , DC 20005

Mr. Terry Monroe

New York Public Service Commission

Three Empire Plaza

Albany ,NY 12223

Mr. Mark Nadel

Federal Communications Commission

1919 M Street, NW

Room 542

Washington ,DC 20554

The Honorable Sharon L. Nelson

Washington Utilities and Transportation Commission

P.O. Box 47250

Olympia ,WA 98504-7250

The Honorable Susan Ness

Federal Communications Commission

1919 M Street, NW

Room 832

Washington , DC 20554



Mr. Lee Palagyi

Washington Utilities and Transportation Commission

P.O. Box 47250

Olympia , WA 98504-7250

Mr. Paul Pederson

Missouri Public Service Commission

Post Office Box 360

Truman State Office Building

Jeffeson City ,MO 65102

Ms. Jeanine Poltronieri

Federal Communications Commission

2000 L Street, NW

Suite 257

Washington DC 20036

Mr. Larry Povich

Federal Communications Commission

2033 M Street, NW

Room 500

Washington DC 20554

Mr. James Bradford Ramsay

National Association of RegUlatory Utility Commissioners

1201 Constitution Avenue, NW

Washington DC 20423

Mr. Jonathan Reel

Federal Communications Commission

2000 L Street, NW

Room 257

Washington , DC 20036

Mr. Brian Roberts

California Public Utilities Commission

505 Van Ness Avenue

San Francisco ,CA 94102-3298

The Honorable Laska Schoenfelder

South Dakota Public Utilities Commission

500 East Capitol Avenue

Pierre , SO 57501

Mr. Gary Seigel

Federal Communications Commission

2000 L Street, NW

Room 812

Washington , DC 20036

Ms. Pamela Szymczak

Federal Communications Commission

2000 L Street, NW

Suite 257

Washington ,DC 20036



Mr. Whiting Thayer

Federal Communications Commission

2000 L Street, NW

Suite 812

Washington DC 20036


